
Internal Revenue Servf ce , Depakfnlsnt of the Treasury 

District 
Ulr~~ilflcr 

P . O .  Box 2508 
Cincinnati, OH 45201 

- Person to Contact: 
************************************. **************** 
** ********* * * * * Telephone Number: 
* * * * * * ******** ************** 
************** ***** Refer Reply to: 

******

ACG 0 8 1257 

C ~ a r  Sir or Madam: 

By our letter dated ****** * *****, we proposed to deny your application 
for recognition of exemption under section 501(c)(7) of tho Incernol 
Revenue Code of 1954. This proposal was bdssd on our detannination that 
your receipts fror ncu?menbers for uso of your facilities or 
participation in activities which you sponsor substantially exceed 
the 15 percent of gross receipts limitation. 

Yo11 have agreed to this proposal by signing F O ~  6018, Ccnsent to 
Prc:posed Adverse Acti on, Accordingly, thf s 1et:ter bbcomes our final 
derermina:ion. 

Slrlce you are not exempt, you nust file all Federal tax returns re- 
qr.lit4ed t ! ~ e  of you by the Internal Rovenua Code. 

:This is a ~'eniol letter 

Sincerely gcurs , 

'*********** *** **********  
**** **** ***** 

******** * *  ******** 
Dl strict Direlctor 



Department of tho Traswry-lntnrnel Ravenue Service 

Consent to Proposed Adverse Action 
(All references are to the ln t~rns l  Revenue Code) 

Prepare In 
Duplicate 

1 . -".---- 

-* ------ I ---- --- 
Noma and Address of  Organczarion 

Caw Nurn!)rr 

*********** -- -****** - - 
i.mplr>y~vr Idnnl~flrataon N u * r l t > r v  

******* ************************* **** 
** ******** * * * *  
*************
************ ******

Deta of Latest Determination Letter 
.L 

--.--- 
Deto o f  P r o p ~ &  Adverse Act lor1 Lsttur 

I cnnstbnt to  the prr11x)seci atfverse actton rc!ative to the a:wvpl organization us ~t ic-wr i  bv the ~ ' O X (  IS) checked below. I 
i~ntlt:rslarvI that 1 1  Scctlorr 7420, Declaratory Jutlgrrrents Relating to  Status end Classificot:on o f  Organizations under Sectiurt 501 (c )  
i3) ,  ctc,  apr)ltcs, I have the rtqht t o  orotes: the proposed ;jdverse acticvl. 

********** I JUL 8 8397 

......................... -. ......-.. -.-- ..-- . -- 
NATURE OF AGVERC . ACTION 

... - - - ... -. .... -. .. - ... -- - -- ---- -- -- --- -- - 

-.-.---- ............. . -- ------ 
I.. I C l i ~ a ~ t f t c , ~ t ~ u r i  ;Is :+I> o r g d l ~ i r a r i o ~ i  d c s c r ~ l ~ t !  113  sectlor) 170(h)(l i ( A ) (  I, affective 

-. -.------- ---- ---. --- ----. .. ..................... .... - .  -- 

I I I I I ~ r l v t s  I I I  t o w  v ,  I t i  I r ~ r  I c n r t  YOU shouIc\ kee(.. . .r,uy for you! ~r?c:ordr. 

I f  y o u  s1;j11  ti^,, r:ot>sc~tlf !)cforct ~ I ) L I  t;avc ! ? x ~ I ~ I I , I ~ : ~  y o o f  i ~ d r v ~ r l l ~ ~ r i ~ t ~ v e  i~ppral I lqt>ts, \lo11 may lose you ril:,))ts to a declaratory judg- 

ment ~ ~ n d c r  soct  tot^ 7428. 

................ ..... . . . . . . . . . . . .  -. ............... .... ...-A ---- --.-- 
/Si!jrts~:~ #I!! i r r s r r ~ ~ c r i o r : ~  ,Irt: 017 tlte h ~ c k  of  this f a r ~ ~ ~ ; )  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ---, + -- - . 
Name of 0rgiln1r;llion 

************** ****** ************  ***  

- - -- 
I ,r ln  6018 (Rev. E83) 



Internal Revenue Service 

D ~ s t r ~ c t  ' 

Director 

* * * * *  * * * *  * * * *  * * * * * * * * * *  * * *  
** ******* ****  
**** ******* 
* * * * * *  *** ***** 

Departrr~ent of the Treasury 

P.O. Box 2508. Clncinnatl. OH 45201 

Telephone Number: 
***********  

Rt:fer R.,pfy to: 
***** 

Dale JUL 8 1987 

Dear S i r  o r  Madam: 

We have c o n s i d e r e d  your a p p l i c a t i o n  f o r  r e c o ~ n i t i o n  of exemption from 
a F e d e r a l  income t ax  under t h e  p r o v i s i o n s  of s e c t i o n  5 0 1 ( c ) ( 7 )  of  t h e  

I n t e r n a l  Revenue Code of 1986 nnd i t s  a p p l i c a b l e  Income Tax R e g u l a t i o n s .  
Based on t h e  n v ~ i l a b l e  i n f o r m a t i o n ,  we hnve de termined that  you do  n o t  
q u a l i f y  f o r  t he  r eason3  s e t  f o r t h  on Enciosure  I .  

C o n s i d e r n t i o n  uas g iven  to-whether  you q u a l i f y  f o r  exemption unde r  o t h e r  
s u b s e c t i o n s  of s e c t i o n  501(c )  of t h e  Code and we have concluded t h a t  you 
d r  riot . 
As your o r g b n i z a t  i on  ~ I A S  not e s t a b l i s h e d  exemption from F e d e r a l  income t a x ,  
i t  w i l l  be n e c e s s a r y  f o r  yon t o  f i l e  an annua l  income tax  r e t u r n  on Form 1120. 

I f  you n r c  i t1  agrr>cinrlnt w i t h  ou r  proposed d e n i a l ,  p lease  s i g n  and r e t u r n  one  
copy o f  tt i t? cncio.red Form 6010,  Corlsent. t o  Proposed Adverse Ac t ion .  

You hnve t h e  r i g h t  t o  I . ) ro tes t  t.hitr propouctl d e t e r m i n a t i o n  i f  you b e l i a v a  
t . h ~ t  i l .  i s  irlcorr e c t .  To prc,ti::it, ),nil  st10i11(1 s ~ ~ b n l i t  a  w r i t t e n  a p p e a l  
g i v i n g  t h e  f a c t s ,  l a u  arid otllc?t i n t o r s ~ i i t , i o n  to  s u p p o r t  your p o s i t i o n  a s  
c x p l a i r ~ c b  i n  t h e  enclosed I'\\bl i cn t ior r  8 9 2 ,  "Exempt 0 rgan j . za t ions  Appeal 
l ' rocct l! l r~s l o r  llriiigreetl Issuru". The a p p e a l  m u s t  be aubm'r.ted w i t h i n  
30 dayy fronl t h e  dn1.e o f  t h i s  l e t t e r  ancl must be s i ~ , n c d  hy one of  your 
p r i n c i p a l  o f f i c e r s .  Yoti llliiy request  a h r t a r ing  wi th  a member o f  t h e  o f f i c e  
of t he  Regicnal D i r e c t o r  o f  Appealu whet1 you f i l e  your a p p e a l .  I f  a  
h e a r i n g  is recluc.rtccf, you w j . 1 1 ,  be C O I I L ~ I C ~ . C L ~  tcl a r r a n g e  a d a t e  f o r  i t .  
'Tke h c ~ r i n g  Inuy be \\i-i.d at. t h e  Reb:iorrnl D l f i c r l ,  o r ,  i f  you r e q u e s t ,  a t  
any mutunl ly  convcnient .  D i s t r i c t  0 1  f i c c .  If' y o u  arc! t o  be r e p r e s e n t e d  
t ~ y  someone who in  clot o r ~ c  o f  your p t  i .ncipo1 o f f i c e r s ,  h~ n u s t  f i l e  o 
prope r  power o f  a t t o r r i ey  ot .h(?rb~is(?  : ~ u i l l i f y  i l r~der out. Conference  and 
P r a c t i c e  Requirements  n s  3 ~ t  f o r t h  i n  Scceion 601.502 of  t h e  S ta t emen t  
of  i J r o c e d u r ~ l  Rules. Srle Trci i s l~ t  y I)cpi~rttil~nl ' .  Circ.ul.ar No. 230. 



******* ****  ****  **********  ***  .C - 
- 

I f  we do not hear from y ~ u  within the time specif ied,  t h i s  will become our 
final determination. 

Sincerely yours, 

****** *********** 
D i s t r i c t  Director 

Enclosures ( 3) 



Enc losu re  I 

* * * * *  * * * *  * * * * * * * * * * * * * * *  * * * * *  m- 

The i n f o r m ~ t i o n  s u b m i t t e d  shows t h n t  you were formed as a  n o n - p r o f i t  c o r p o r & t i o n  
i n  t h e  S t a t e  o f * * *   on * * * *  *  ***7.  A r t i c l e  'Ihree of your a r t i c l e s  of  
i n c o r p o r a t i o n  s t a t e s  t h a t  your  purpose  i s  t o  o r g a n i z e  and t,o promotc t h e  aembere' 
i n t e r e s t  i n  F i e l d  T r i ~ l s  of  t h e  * * * * * *  * * * * * * * * * * * *   i i i lnt ing dog. 

Your a p p l i c a t i o n  s t a t e s  t h a t  yau conduct  one AKC l i c e n a e d  f i e l d  t r i a l  a n n u a l l y  
f o r  * * * * * *  * * * * * * * * * * * * *  ,  The maximum number of  t r i a l s  t h a t  ever would 
be  conducted  a n n u a l l y  i a  two(2) .  The purpose  of t h e  f i e l d  t r i a l s  i s  t o  m a i n t a i n  
and improve t h e  hibnting a b i l i t y  of t h e  b reed .  Con,peting dogs can  be  awarded 
p o i n t s  f o r  chanpionuhips which would be r e g i s t e r e d  on the  clog's p e d i g r e e  by t h e  
AKC . 
The f i e l d  ; r i a l  has  an e n t r y  fee ,  a d v c r t i v i n g  i n  t h e  progrnm, n bnnquo t ,  s a l e  
of R ~ I O ~  b i r d s  end n drawing  an tiourcoo of SUpFJOrt. Ex,ponacv a r e  i n c u r r e d  f o r  
d u e s ,  p e r m i t s ,  b i r d s ,  t r o p h i e s ,  t h e  bnnquct ,  n1,liling.s find re ld t .ed  c o s t s .  

Nonmembers p a r t i c p a t e  i~ the  f i e l d  t r i a l s  and you a l s o  s o l i c i t  adver t . i aemcnts  
from l o c a l  bus i r lesscs  f o r  your ~:onr.eut. progrnnl. 

On Schedu le  D o f  F(1rrn 1 0 2 4 ,  you show t h a t  **% of your income i s  from nonmembers. 
I n  a l e i L c r  rli1tc.d ******* * *  * * * * 7 ,  you s t a t e  t h t ~ t  t he  inconbe from membars canno t  
be expec t ed  t.o meel  m he p e r c e n t a g e  requirements under  s e c t i o n  5 0 1 ( c ) ( 7 ) .  You 
g i v e  an  example t h a t  t he  e n t r y  f c c  i s  $****  w i t h  ** people  p a r t i c i ~ l n t i n g .  You 
hnve o n l y  * *  members. 

S e c t i o n  5 0 1 ( c )  1 7  of t.he Code p r o v i d e s  f o r  t h e  exemption from F e d e r a l  income 
t ax  o f  = l a b s  o rgan ized  f o r  p l eaa t i r e ,  r e c r e a t i o n ,  and o t h e r  n o n p ~ o f i t e b l s  
p i i rposes ,  s l . ~ t ? s ~ i l n t i n t l y  311 of t.hc r t c t i v i t i e s  of which a r e  f o r  s r ~ c h  purposes  
tlnd no ptlrt.. o f  t h e  ne t .  ea r r i ings  o f  wliich InlJI'C!j t o  t h e  b e n e f i t  of R I I Y  p r i v a t e  
. ~ t ~ s r e t ~ o  l d c r  . 

S e c t i o n  1.501(c!(7)-l(n) of t h e  H e g u l t i t . i o ~ ; s  s t s t c  t h a t  t l r e  c?xen~ption p rov ided  
b y  a c c  t ion  501(;1). o f  Ibr Code Car rJr1 orfir lnizat  ion descri .bcd i n  s e c t i o n  5Ol(c)(; ) 
of t h e  Code u p p l i e s  o r ) l y  t o  clubs which arc: orgi r r~ ized  and opc?rated ckxclus ive ly  
f o r  plet i .sure,  rcc:rcat,ion, and o t h e r  n o l i p r o f i t ~ b l c  purposes, b u t  docs  n o t  app1.y 
t o  nrly c l u b  i l '  c~r ly  p o r t  n f  i t n  n e t  c.rirriiril;s Iriurc L O  t h e  b(!llcfit  o f  a n y  p r i v e c e  
~ 1 1 a r ~ t l ~ l J ~ r .  I n  g ~ n c r i l l ,  t . t \ is  cxcn~pt in i l  t!xtenti:3 t o  s o c i a l  and r e c r e a t i o n  c l u b s  
which a r e  suppor t crl s o l o  l y  by memhcr s l i i  1, f e e s ,  dues and 9ssessrnent.s.  However, 
a c l u b  o t h e r w i s e  e n t . i t  l e d  t o  exempt ic!n w i l l  not be d i s q ~ ~ n l i f i e d  Lecnuvc i t  r a i s e s  
retlcnue from mrqrnbors t t l r (~l~i :! ,  I.Il(: 11:{(. of c 111h f a c i  l i  t i c s  o r  In cor rnec t ion  u i  t h  
c l u b  a c t  i v i t - i c y .  

S c t i o n  1 .  51)1(,(- ) (  7 ) - l ( h )  of t h e  ;!egulat i o n 3  s t e t c s  ttin t n c l u b  w\ri.ch cngagcs  i 1 7  

b u s i n e s s ,  S U C \ I  a a  nInki.rll; i t s  yocia1 and r e c r c a t i o n u l  f a c i l i t i e s  e l t a i l a b l e  t o  t h e  
g e n e r a l  p u b l i c  o r  by s e l l i n g  r e a l  c s t a t e ,  Limber o r  o t h e r  p r o d u c t s ,  i s  [hot 



Enc losu re  1 

* * * * *  * * * *  * * * *  * * * * * * * * * *  * * *  * 
o r g a n i z e d  and operaLed e x c l q e i v e l y  f o r  p l e a s u r e ,  r o c r e a t i o n  and o t h e r  non- 
p r o f i t a b l e  p u r p o s e s ,  and i e  n o t  exempt under ~ e c t i o n  501(a )  o f  t h e  Code. 
S o l i c i t a t i o n  by a d v e r t i s e m e n t  o r  o t l ~ e r w i s e  [or  p u b l i c  p a t r o n a g e  o f  i t s  
f a c i l i t i e s  is  prima f a c i e  ev idence  t h a t  t h e  c l u b  is engaging  i n  b u s i n e s s  
and i s  no t  b e i n g  o p e r a t e d  e x c l u s i v e l y  f o r  p l e a s u r e ,  r e c r e a t i o t ~ ,  o r  s o c i a l  
p u r p o s e s .  However, an i r l c i d e n t a l  s a l e  of p r o p e r t y  w i l l  no t  d e p r i v e  a c l u b  
of  i t e  exempt ion .  

A s  p r e v i o u s l y  n o t e d ,  s e c t i o n  5 0 1 ( c ) ( 7 )  of t h e  Code r e q u i r e s  s u b s t a n t i a l l y  
a l l  o f  a a o c i a l  c l u b ' s  a c t i v i t i e s  be s o c i a l  o r  r e c r e a t i a n a l  activities for 
members. However, P u b l i c  Law 9 4 - 5 6 8 ,  1976-2 C . B .  596, p r o v i d e s  thee  a  e o c i a l  
c l u b  may r e c e i v e  u p  t o  35 p e r c e n t  of  i t s  g1-os8 r e c e i p t s ,  i n c l u d i n g  invee tmen t  
income from s o u r c e s  o u t s i d e  its membership wi thou t  l o s i n g  exempt ion .  With in  
t h i s  35 p e r c e n t  amount, no t  more than  1 5  pcrcerht of t h e  g r o s s  r - e c e i p t s  ehould  
be d e r i v e d  from t h e  use  of  a s o c i a l  c l u b ' s  f a c i l i t i e s  o r  s e r v i c e s  by t h e  
g e n e r a l  p u b l i c .  Th i s  mzona t h a t  an exempt s o c i a l  c l u b  may r e c e i v e  up t o  
35 p e r c e n t  of i t s  g r o s s  r e c e i p c s  f r ~ w  a  combinat ion  o f  i nves tmen t  income and 
r e c b i p t s  from nonmembers s o  l ~ n g  a s  t h e  l a t t e r  do n o t  r e p r e s e n t  more than  
1 5  p e r c e n t  of  t h e  t o t a l  r e c e i p t s .  

Based on t h e  in fo rma t ion  which you s u b m i t t e d ,  i t  j.8 our  o p i n i o n  t h a t  you do 
n o t  q u a l i f y  f o r  exemption under s e c t i o n  5 0 1 ( c ) ( 7 )  of  t h e  Code becauee  your  
r e c e i p t s  trom nonmbers f o r  use of your facilities o r  p a r t j . c i p e t i o n  i n  
a c t i v i  t ie:c wllic11 you :.rponaot substantially exceed t h e  15  p e r c e n t  of g r o s s  
limi. tation. 


